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As the Industry Commission prepares to engage in its examination of the Australian nonprofit 
sector as defined in its draft terms of reference, it confronts what it should regard as a 
fundamental dilemma; the meaning of the construct `effectiveness'.  I should at this point state 
clearly that the potential difficulties are not unique to the task of the Commission, but have 
instead plagued human service evaluation for many a long year.  At the level of human service 
or welfare practice, a favoured method of resolving the conundrum has been to dismiss it as 
irrelevant to the human services as it pursues its task of working for human betterment however 
understood.  Such a response highlights a fundamental characteristic of the human services 
generally, not only in the nonprofit arena: their relative freedom from evaluation.  While there 
are many reasons for this, some of which we will canvass later in this paper, one stems from a 
lack of clarity about the meaning of effectiveness coupled with a lack of consensus about its 
purpose. 
 
Very often effectiveness is invoked by managers and policy makers in the same breath as 
efficiency, a combination which often results in a degree of slippage of meaning between the 
two.  While both are related to and are believed to contribute to overall productivity, efficiency 
and effectiveness are not the same as each other and are not interchangeable.  For example, a 
program or service may be regarded as effective without necessarily being efficient.  I can 
envisage the possibility of successfully assisting refugees to come to terms with torture and 
trauma by implementing a very expensive and time consuming individual psychotherapeutic 
intervention program.  Quite possibly, all involved would agree that the program is effective.   
 
Less obvious perhaps is the opposite situation.  A process, program or service may be a model of 
efficiency without necessarily being effective.  I could, for example, encourage the refugee 
victims to use specially written `therapeutic' computer software on personal computers located in 
the local Skillshare Centre, bought with Commonwealth funds for the purpose of providing key 
board skills training.  While this sounds very silly, it does in fact point to the core of the 
dilemma about effectiveness.  That is, effective for whom?   Due to the relativity and 
subjectivity of the notion of effectiveness, I know I can easily judge some program or activity as 
ineffective while as the same time it remains to others the very embodiment of efficiency.  This 
occurs because what I may regard as effective and what the program's designers may regard as 
effective may be quite different.  In fact, this often occurs where effectiveness has itself taken on 
the meaning of efficiency, and thus what is efficient is regarded as what is effective. 
 
The notion of efficiency is a metaphor which the social sciences have borrowed from the applied 
physical sciences.  Put simply, an efficient process is one where a nominated output is created 
with minimum energy input.  We all know that an `efficient' car is one which produces a desired 
output (70 kilometres travel at 100 kilometres an hour) with minimum input (5 litres of petrol).  
You will notice however, that the focus is on the cost in energy terms, not on the nature of the 
output.  The output is, in effect, treated as unambiguous.  In this example, it is relatively 
unambiguous given that it is a pre-determined distance at a pre-determined velocity.  In ideal 
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laboratory circumstances this is straightforward.  If we move the `experiment' into the social 
world, ambiguity creeps in.  One person may ask whether travelling that fast is desirable, another 
may question the `efficiency' of using non-renewable fossil fuels, a third may claim that the 
whole measure or test is miss-cast as we should have been testing electric cars.  
 
Applying the metaphor in economics results in efficiency being understood as a situation or set 
of conditions where one obtains maximum satisfaction for a given outlay of resources.  The 
same metaphor is used in the applied social sciences (such as management theory) in which an 
efficient program or organisation is one which produces desirable outputs for a given level of 
resources.  The `given' level of resources is relatively unambiguous, referring as it does to a 
quantity, whatever that quantity may be.  While seemingly straightforward, the nature of 
`maximum satisfaction' or `desirable outputs' is highly ambiguous.  What is a desirable output? 
Whose maximum satisfaction are we talking about?  We can see that the notion of efficiency 
and its applicability the fuzzy world of organisations begs many questions, nevertheless its 
inherent meaning reveals less ambiguities than that of effectiveness. 
 
In organisational literature, the number of definitions of effectiveness varies between authors.  
Connolly, Conlon and Deutsch (1980, p.211) collapse these into three broad approaches, the first 
of which is the organisational goals approach.  From this perspective, an effective organisation is 
one which achieves its goals.  The second broad approach they identify is the systems approach, 
in which an efficient organisation is one which solves the essential problems of survival, its 
capacity, for example, to exploit its environment so that it may gain necessary resources.  The 
third approach, which they favour, is the multi-constituency approach in which effectiveness `is 
inevitably contingent on whom one is asking' (ibid, p.212). 
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Each definition or type of definition is beset with problems.  The organisational goals approach, 
for example, assumes that organisational goals 
 
 (a) can be identified,  
 (b) represent the real goals of the organisation,  
 (c) are equally accepted by all sub-units within the organisation, 
 (d) have intrinsic merit in their own right. 
 
Organisational researchers have long considered it naive to accept an organisation's formal goals 
or official charter as representative of the real state of affairs (Perrow, 1961., Porter, Lawler and 
Hackman, 1976).  Instead, the attention of researchers turns to uncovering the various 
stakeholders in an organisation and determining their operative goals.  An easy illustration is 
found in the case of juvenile corrections facilities.  Is their goal to provide a correctional 
experience to young people in conflict with the law or is it to rehabilitate juvenile offenders?   
Both are articulated as legitimate goals by government as a primary stakeholder despite the 
contradictions between the two.  On the other hand, is the goal of such facilities to provide 
relatively secure employment for juvenile corrections officers?    
 
Any examination of the goals of nonprofit organisations reveals similar complexities.  Here I 
may pose a number of questions: 
 
· Do the formal goals reflect the reality?  
 
· Which set of formal goals are the real ones - an association's constitutional objects, or the 
goals stated in their mission statement?    
 
· Do all the stakeholders agree about what constitutes the core goals of the organisation?   
 
· Are we even sure just who all the operative stakeholders are?  
 
· Could there be any conceivable difference between the goals of the members and the staff? 
   
 
· If the members and the consumers are two separate groups, do their goals necessarily 
coincide?  
 
· Do non-member consumers have any legitimate goals at all?   
 
· What constitutes legitimate goals anyway?    
 
· Do the goals of a nonprofit organisation retain legitimacy across time, or do changing 
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fashions in collective `caring' behaviour render goals obsolete and hence illegitimate?   
 
· Who determines `fashion' and bestows legitimacy?  The government?  Social workers or 
psychologists?  The members?  The media? 
 
The second approach to organisational effectiveness identified by Connolly, Conlon and 
Deutsch (1980) was the `systems approach'.  In a nutshell, the effective organisation is one 
which maximises its survival chances over time primarily by its ability to manage its 
environmental linkages and transactions in terms favourable to itself.   As with all sociological 
approaches founded in systems theory, this relies heavily on a biological metaphor of Darwinian 
survival.  That is, successful organisms are those which survive, and likewise the successful 
organisation is one which does not become extinct.  As with the previous example, many 
questions are raised, the most obvious of which is whether or not we can seriously think about 
organisations in the same manner as organisms.  Is it possible, for example, that the desire for 
survival can overwhelm all other goals, including those developed by human actors?  Does the 
organisation take on a life of itself impervious to the ministrations of organisational participants? 
 Perhaps more importantly, are the characteristics of an organisation which contribute to its 
survival desirable ones? 
 
Recently, two authors Meyer and Zucker (1989) introduced a new and disturbing note to the 
view that survival constitutes a good indicator of effectiveness.  They posit the existence of a 
particular type of organisation, a `permanently failing organisation' which survives despite 
giving very convincing performances of almost total ineffectiveness over a long period.  In terms 
of the systems approach, such organisations are  effective in that they survive.  However, in 
terms of alternative perspectives, such organisations are regarded as ineffective.  Undoubtedly 
we could all think of examples of organisations which are effective in the survival sense, but 
which present as inflexible, outdated, inaccessible, unresponsive and expensive.   
 
A variant on this theme is an approach which argues that organisations engaging in activities 
which are seen as legitimate by their relevant constituency or constituencies are regarded as 
effective, irrespective of their actual behaviour.  Such organisations survive or die depending on 
their capacity to manage strategic environmental perceptions.  The focus becomes on how well 
or otherwise the organisation presents or markets itself to significant others.  An effective 
organisation is one which develops and maintains an desirable `image'.  In the nonprofit context, 
this has raised and continues to raise a number of very contentious issues.  Many nonprofit 
organisations are adept at promoting and taking advantage of a particular corporate image.  In 
some contexts such as foreign aid, questions have been asked about the transaction costs some 
nonprofit organisations impose in transferring donations.  These concerns are often raised in 
contrast in the appealing corporate image promoted.  
    
Another version of the systems model of effectiveness also developing the organic metaphor has 
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been termed the `internal process model' (Cameron, 1984).  Focussing on the internal processes 
and functioning of the organisation, effectiveness is regarded as the absence of internal strain (or 
conflict).  An effective organisation is one which runs `smoothly'.  Clearly this model also has 
limits, particularly in that it pays little attention to outcomes.  Again, one can conceive of a 
perfectly functioning organisation, running `smoothly' year after year, but unless we know 
something about the outcomes - their purpose, their quality and so forth - the smooth running 
becomes a little Kafkaesque, a little purposeless. 
 
The final model suggested by Connolly et al (1980), the multiple-constituency model appears on 
the surface to be the most realistic in that it acknowledges the existence of different types or 
groups of significant interests - owners, members, employees, managers, service consumers, 
governments.  However, it too begs a very fundamental question about which set of expectations 
or interests achieve legitimacy, and, how this occurs.  More recently, writers on organisations 
have developed the notion of power in and around organisations, attempting to develop a 
conceptual grasp upon how it is that some groups become `legitimate' constituents while others 
are relegated to the periphery, their issues and interests being disregarded (Mintzberg, 1983).  In 
terms of effectiveness, an effective organisation is one which pursues the interests of the 
dominant group or coalition, whether or not those interests are rational, reflective of some broad 
base, or imbued with moral rectitude.    
 
This overview of approaches to the meaning of effectiveness has demonstrated that it is an 
ambiguous construct.  Indeed, the construction ultimately adopted can be very illuminative about 
the interests of and position of the adopter/s.  I'd like to turn now to exploring some of the 
difficulties in thinking about effectiveness in a nonprofit organisational context.  The first and 
most obvious problem has already been canvassed; that is, nonprofit organisations have multiple 
legitimate constituents in addition to another group of probable operative constituents.  
Consequently multiple perspectives exist from which definitions or orientations to effectiveness 
may originate.  In addition to this, nonprofit organisations, particularly those engaged in the 
human services have at least two other characteristics which renders the search for consensus 
about effectiveness very difficult. 
 
Firstly, nonprofit human service organisations provide services rather than manufacture goods.  
A `human service' is intangible and consequently very difficult to measure.  While some services 
(such as a restaurant meal) can be evaluated in terms of consumer satisfaction, this is only 
partially the case for human services.  For example, could we use consumer satisfaction to 
measure the effectiveness of a day respite care centre for people suffering from Alztheimer's 
disease?  Furthermore, who is the consumer in this case? The person with the disorder or the 
person's regular carers?   If there are multiple consumers, what criteria do we use to rank or order 
their relative claims.  
 
In addition, human service technology and the orientation to `service' varies greatly across a 
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number of dimensions.  An appropriate disability service twenty years ago, for example, was one 
which `protected' people with disabilities from the dangers of the environment.  (Indeed, there 
are many in our community which would still consider this an appropriate model of disability 
service.)  However, contemporary disability service models emphasise such principles as `the 
least restrictive alternative' and consumer rights, predicated upon assumptions that independence 
as opposed to dependence is a desirable outcome. 
 
Even if there was consensus generally about an appropriate `model' of service, problems of 
measurement still remain.  How does one measure `protection' or `independence'?  One very 
common response to the dilemma of such inherent fuzziness and ambiguity in the human 
services evaluation is to replace inputs and throughputs with outputs as units of measurement.  
For example, we may decide that quality child care is an appropriate output for a child care 
centre.  The measure of `quality' is nearly always determined in terms of the credentials of the 
staff (inputs) and the staff-child ratio (throughputs).  Both of these measures make quite 
enormous assumptions about the nature of the staff-child interaction and its subsequent effect.  
The same comment may, of course, be made about nursing homes, respite care centres, youth 
refuges and so forth. 
 
Secondly, human service organisations generally, and nonprofit human service organisations 
specifically, tend to be `loosely coupled'.  That is, a feature of these organisations is that the links 
between the different parts of the organisation are loose and organisational activity tends to be 
`decoupled' or unhooked from its central core.  It has long been noted, for example, that human 
service workers operate with a level of autonomy which would be regarded as extraordinary in 
the private sector.  This worker autonomy coupled with such other features as voluntary boards 
of management turn nonprofit human service organisations into `black boxes', the contents 
largely unknown and unseen.  After all, who really knows what the social worker says and does 
in those interviews?  How often do the board or management committee members drop in and 
check out what's going on?  In reality, most evaluators of organisational effectiveness from the 
sub-organisational level to the supra-organisational level are largely forced to rely on what the 
staff tell them.  In the words of Hasenfeld (1983, p.211) evaluators employ `various testimonials 
by clients, staff and external experts whose impressions constitute the evaluation of the 
organisation's effectiveness'.  
    
In sum, the determination of what constitutes effectiveness and the evaluation of the degree  or 
extent to which an organisation is effective is a very difficult thing.  Effectiveness is slippery.  
Furthermore, if the definition and measurement of effectiveness are linked to an organisation's 
future or even survival, then the process inevitably becomes a matter of political contest 
(Hasenfeld, 1983, p.212).  In effect, the various interest groups or coalitions will attempt to 
influence the process of definition and subsequent measurement to buttress their respective 
interests. 
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Perhaps this is the key point which should be made about the forthcoming Industry Commission 
inquiry.  That is, who are the various interest groups and what exactly is their agenda or 
purpose?  Unfortunately, it is rarely easy to clearly identify the interests driving politicised 
processes, much less control for them.  In such situations, determining the meaning of 
effectiveness as it is employed by the various stakeholders is an initial step in rendering the 
process clearer and hence more manageable.   
 
To that end, I would like to conclude with a series of questions developed by Cameron (1986, 
p.542) which are designed to clarify models of effectiveness. 
 
1. From whose perspective is effectiveness being assessed? 
 In other words, who appears to be the dominant stakeholder driving the process.  Also, 
whose perspectives are left out. 
 
2. On what domain of activity is the assessment focussed? 
 Does the domain reflect all or only part of the activities?  Should the domain be broadened 
or narrowed? 
 
3. What level of analysis is being used? 
 Sector level?  Organisational level?  Sub-organisational level? Individual level?  Is the 
process proposed methodologically consistent with the level of analysis proclaimed?  In 
other words, does the data generated actually speak to the issues at the level of analysis 
employed? 
 
4. What is the purpose for assessing effectiveness? 
 Improved consumer outcomes? Improved member outcomes and accountability? 
Increased accountability to donors and funders?  Increased efficiency? 
 
5. What time frame is being employed? 
 Is it viable? 
 
6. What type of data are being used for assessments? 
 Quantitative? Qualitative? Testimonials? Opinions? Is the methodology proposed sound? 
 
7. What is the referent against which effectiveness is judged? 
 Other nonprofit organisations in Australia? Other nonprofit organisations in other 
countries? For-profit companies? Large corporations? Small business? 
 
In conclusion, seeking answers to questions such as these will help us to clarify the agenda or 
purpose of the Inquiry.  In addition, it also provides a framework for the development of credible 
alternatives to those the Commission may propose.  Such alternatives will enable various 
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participants and observers to engage in a rich debate with the Commission and each other on the 
future of the nonprofit sector in Australia. 
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